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KEYNES: COSTS AND CONTROLS 


BY PER JACOBSSON 


No apology need be made for reverting once 
again to an examination of Keynes’ principal 
ideas, for these ideas — either properly under- 
stood or, not infrequently, wrongly interpreted — 
have continued to exert such a powerful influence 
in the post-war years that much of the economic 
thinking and planning of this period cannot be 
duly comprehended without reference to them. 

A close examination of Keynes’ ideas reveals 
— as might be expected — that his work was 
largely based on the analysis of economic relations 
already carried out by his predecessors, and on 
occasion Keynes himseif took pains to acknowl- 
edge the debt which he owed to these earlier 
economists. He often felt, however, that he had 
discovered important new relationships, and when 
in that mood he tended to exaggerate the differ- 
ence between his own views and what he used 
to call “the classical ideas’; and for many of 
his followers the fact that his views constituted 
a break-away from orthodox principles seems to 
have been one of their most attractive features. 
In their disparagement of orthodox views, many 
so-called Keynesians have gone much further 
than Keynes himself ever did even in his most 
ebullient period — in the mid-1930s — when 
he published his ‘‘General Theory of HEmploy- 
ment, Interest and Money”. This is particularly 
the case with regard to the question of costs, 
It is often said that economists used to lay too 
great a stress upon changes in cost, while unduly 
neglecting the importance of changes in effective 
demand. The stress which Keynes, on the other 
hand, laid on the dangers and difficulties which 
might result from a deficiency in the volume 
of monetary demand doubtless represents one 
of his main contributions to the theory of eco- 
nomics, and this stress was certainly most ap- 
propriate in the midst of the great depression. 
But it would be a mistake to believe that because 
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of this timely preoccupation with the volume of 
demand Keynes regarded the relation between 
costs and prices as of only secondary importance. 
The contrary is the case. In “The General Theo- 
ry’, it is evident that one of his main concerns 
is to bring about a balance between costs and 
prices: he knows full well that the entrepreneurs 
will expand their production only when their 
costs are covered by the prices paid for the goods 
they produce — this being in fact the basic 
principle of the free-economy system in which 
Keynes believed. Keynes wrote his book at a 
time when almost everywhere prices had been 
falling more sharply than ever before in peace- 
time, with the result that entrepreneurs in general 
were having difficulty in covering the costs of 
production; no wonder, therefore, that he re- 
garded the restoration of a proper relationship 
between costs and prices as the primary task. For 
him the right way of achieving that goal was to 
raise prices by expanding monetary demand, and 
he believed that this mode of procedure would 
be effective because he considered that, in general, 
workers would remain satisfied with their ex- 
isting money-wage rates even if prices rose some- 
what. On page 289 he expressly considered the 
case of increasing employment when, up to a 
point, “the decreasing return from applying more 
labour to a given capital equipment has been 
offset by the acquiescence of labour in a dimi- 
nishing real wage”. 

The followers of Keynes do not always make 
sufficiently clear their master’s views on the rela- 
tionship between costs and prices and the stress 
which he laid on the need for accepting, at least 
temporarily, a somewhat lower real wage if a 
depression is to be overcome. The most compre- 
hensive analysis of Keynes’ views on this point 
has been given by a non-Keynesian, the banker 
and economist L. Albert Hahn (originally from 
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Germany and now resident in New York), in his 
book “The Economics of Illusion”, published in 
New York in 1949. But in other quarters, too, it 
is realised what a strategically important position 
the idea of stable money wages occupies in Key- 
nes’ whole system. Thus Professor Hicks in his 
“Contribution to the Theory of the Trade Cycle”, 
published in 1950, goes so far as to say (on page 
140) that “the essential difference between Key- 
nes and Wicksell lies in Keynes’ assumption of 
wage-rigidity (at least in a downward direc- 
tion)”. And in the United States, Professor Al- 
vin Hansen of Harvard University, who can 
justly be regarded as having been for years the 
most prominent “Keynesian” in American eco- 
nomics, has laid fresh emphasis, in his recently 
published book called ““A Guide to Keynes”’ (Lon- 
don edition, 1953), on the importance attached by 
Keynes to “costs” in general and stable money- 
wage rates in particular. On page 193 of the 
London edition, Professor Hansen shows what, 
according to Keynes, will be the effect on em- 
ployment of an increase in costs. “In so far as 
marginal costs rise as out-put increases, some part 
of the increase in demand must be dissipated in 
higher prices. But if, in addition, money wage 
rates also rise, employment suffers as a result 
of the higher wages of the already employed 
workers.” 

There can be no doubt, then, as to the key 
position occupied in Keynes’ ‘“General Theory” 
by the workers’ acceptance of relatively stable 
money wages. Indeed, according to Keynes’ 
system, it is the stability of money-wage rates 
which gives stability to the value of money, and 
ensures that, once a depression has set in, a policy 
of full employment can be considered a practical 
possibility. As already stated, Keynes seems to 
have thought that, while workers will strongly 
resist any reduction in their money-wage rates, 
they are likely to acquiesce in a continuation of 
the existing rates as long as there is no appreciable 
rise in the cost of living. Whether this is a real- 
istic view at a time of strong labour-union in- 
fluence is another matter ; nowadays, the workers 
follow closely the month-to-month changes in 
the cost-of-living index. During an emergency, 
such as a war, there may be periods of voluntary 
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restraint in the matter of wage claims, due in such 
a case not only to concern for the common cause 
but also to the influence exerted by the leaders 
of the labour unions. During the second world 
war, however, it became clear that, if some degree 
of stability was to be preserved, the price-wage 
spiral would have to be restrained by means 
of rationing and price control. An interesting 
example of controlled wage rates has been pro- 
vided in recent years by the Netherlands, in which 
country the upward trend of money wages has 
been moderated by a system of controls applied 
with the active participation of both employers 
and employed. There is no doubt that the relative 
stability of wage rates thus attained has played 
an essential part in making possible the achieve- 
ment of full employment in the Netherlands in 
spite of an exceptionally rapid increase in the 
country’s population. But a “planned” wage policy 
also has its drawbacks; it stands in the way of 
a desirable differentiation in remuneration and 
thus becomes an obstacle to an appropriate dis- 
tribution of labour among the different trades 
and occupations. For these and other reasons it is 
admitted in the Netherlands that a relaxation is 
called for, and some steps in that direction are 
already being taken. 

Keynes himself did not rely on “controls” to 
achieve the objectives he had in view — the word 
“control” does not appear at all in the index to 
“The General Theory”. As has already been 
pointed out, his system took shape in the midst 
of the great depression, 7. c. at a time when mass 
unemployment was likely to act as a deterrent to 
any sharp increases in money wages. But what- 
ever may be the influences affecting the earnings 
of labour, it is important to remember exactly 
what Keynes’ attitude was in this matter; clarity 
on this point is particularly desirable, for if there 
should be another considerable decline in business 
activity, it is to be expected that the authorities 
would then intervene in order to counteract any 
marked increase in the unemployment figures. 
Quite properly, attention would then be directed 
again to the need for maintaining the volume of 
effective demand — and it is probable that once 
more the suggestion would be heard that the best 
way of keeping up demand is to increase money 
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wages. The adoption of such a suggestion would, 
however, be contrary to Keynes’ recommenda- 
tions. As has been shown above, his main concern 
was to restore a proper balance between costs and 
prices, and he wanted this to be done by means of 
an increase in the demand for goods and services 
brought about in ways which would not lead to an 
increase in costs; in other words, he considered 
that balance could best be restored by an expan- 
sion of credit not accompanied, while the depres- 
sion remained acute, by any increase in money 
wages. When interested parties quote Keynes in 
support of the policies which they wish to see 
pursued, there is a danger that those elements 
of his system which appear particularly attractive 
(for instance, the expansion of credit) will be 
emphasised, while other elements (such as the 
moderation in the raising of wages) are con- 
veniently forgotten. 

A quite astonishing example of almost com- 
plete neglect of the question of balance between 
costs and prices is to be found in the United 
Nations Report on “National and International 
Measures for Full Employment” produced in 
1949 by five experts, four of whom would gener- 
ally be regarded as having a distinct Keynesian 
bent. In the report itself no stress at all is laid 
on the need for maintaining (or re-establishing) 
a proper relationship between costs and prices; 
pressure for an increase in earnings exerted by 
labour unions, farmers’ groups, trade associa- 
tions, cartels or business monopolies is regarded 
as dangerous mainly because it may set in motion 
an inflationary price spiral — against which it 
is recommended that action should be taken not 
by a reduction in the aggregate volume of effec- 
tive demand but by various kinds of “controls”. 
It was left to Professor J. M. Clark, the least 
Keynesian of the five, to insist in a ‘“‘separate 
concurring statement” on the need for studying 
more fully “the area of problems which includes 
the effect of the wage-price structure and the 
behaviour on aggregate effective demand and 
employment”. He goes on to explain that “one 
key problem in this area, but only one, is that of 
the effect of a high or low general wage level, 
or of increases or decreases of wages, on the 
volume of employment”. Professor Clark admits 
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the importance of maintaining a sufficient volume 
of effective demand, but that does not prevent 
him from paying due attention to the wage-price 
problem. In his “separate concurring statement” 
he undoubtedly came closer to Keynes’ views than 
the other members of the group. 

One may ask why so many of the latter-day 
Keynesians are apt to disregard the need for a 
balance between costs and prices. One explana- 
tion may be that they have become so preoc- 
cupied with the maintenance of effective mone- 
tary demand, especially demand for consumer 
goods, that this consideration takes precedence 
over everything else; they are thus inclined to 
look upon a redistribution of income in favour 
of the wage-earners precisely from the point of 
view of the sustaining effect which it is believed 
to have on the volume of domestic demand with- 
out paying adequate attention to the effects of 
an increase in the cost of production on the re- 
munerativeness of business. This concords with 
the fact that in the report of the five United 
Nations experts there is not even the slightest 
hint of the possibility that a deficiency of 
“savings” (as distinct from monetary demand) 
might force the individual countries to restrict 
the volume of investment and that this might 
cause a considerable reduction in the volume of 
employment. In the great depression of the 1930s 
it might have been permissible to assume that 
an increase in the national income brought about 
by a vigorous credit expansion would itself, up 
to a point, lead to an increase in saving, but even 
at that time there were countries which had to 
obtain capital from abroad. An examination of 
the records of the past reveals that there have 
never been more than six or seven countries 
possessed of a sufficiently strong flow of savings 
to be able to make net foreign investments. It 
is important in a depression not only to avoid 
measures which increase the costs of production 
but also to refrain from any action which would 
weaken the will to save. This is especially true 
from the point of view of labour: for it is, in 
particular, when a large volume of investment 
is based on genuine savings (inflation having 
been avoided) that a rise in money wages can 
lead to an improvement in real wages. 
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The reasoning in “The General Theory” is 
based on the premise of a “closed economy” and 
consequently no particular attention is devoted to 
the problems which arise when a depression is 
“imported” from abroad; the “international com- 
plications” which could result from Keynes’ em- 
ployment policy are not examined at all in this 
work. In fact, the United Nations experts, in so 
far as they were asked to suggest international 
measures for a full employment policy, had to 
break largely new ground. Without subscribing 
to the particular measures they proposed, one has 
to admit that the problems which they raised 
cannot be ignored. Now that a return to currency 
convertibility is beginning to come within the 
sphere of practical politics, the need for strength- 
ening the liquidity of the international monetary 
system is a very real one. Certain international 
aspects of the policy of employment have been 
considered by a second group of United Nations 
experts, which published their report in 1951; in 
general, their analysis of the problems involved 
has been regarded as more realistic than that of 
their predecessors. Now, however, a further stage 
has been reached: the present need is not so much 
for expert investigation as for a consideration by 
the competent authorities in the different countries 
of what practical steps can be taken to ensure a 
higher degree of monetary and economic stability 
than the world has enjoved during the nearly 
forty years which have passed since the outbreak 
of the first world war. For some years after the 
crisis of 1929 Keynes was most concerned lest 
his country should once more find itself tied to 
the volatile economy of the United States, but 
during the war he would seem to have changed 
his mind, and in his famous article in “The 
Economic Journal” published posthumously in 
1946 he appeared more ready to accept the im- 
plications of an international monetary system and 
of multilateral trade. This change of attitude was 
no doubt due to a belief that the United States 
had become more willing and more able than had 
previously been the case to keep its domestic 
economy reasonably stable and to pursue a less 
restrictive policy with regard to foreign trade. 

While in “The General Theory” Keynes con- 
sidered only the case of the “closed economy”’, he 


dealt at length with the problems of international 
relations in the article (just referred to) on ““The 
Balance of Payments of the United States”, pub- 
lished in June 1946, two months after his death 
on 21st April 1946. It was during the negotia- 
tions which he conducted with the United States 
in the years 1942-to 1945 that Keynes became 
more and more interested in the questions of 
foreign trade and international settlements; and 
as is well known he came to take a distinctly 
optimistic view of the prospects of establishing 
and maintaining a lasting equilibrium between 
the United States and the rest of the world. 
Naturally, he looked around for safeguards which 
would increase the chances of a safe return to 
multilateral trade, and in this connection he re- 
ferred particularly to the Bretton Woods insti- 
tutions, with the establishment of which he had 
been so closely connected. Essentialiy, however, 
his faith was founded on the view that “‘there are 
in these matters deep undercurrents at work, 
natural forces, one can call them, or even the 
invisible hand, which are operating towards 
equilibrium’? — and here again he turned his 
attention to the probable development of “‘de- 
mand” and of “costs”. Pointing especially to 
the fact that “the United States is becoming a 
high-living, high-cost country beyond any previous 
experience”, he asserted that this state of affairs 
would make it possible for the classical medicine 
to take effect, and in this medicine he would 
naturally include the ordinary means of monetary 
policy. He did not exclude other measures: he 
admitted that one would ‘need quicker and less 
painful aids of which exchange variation and 
overall import control are the most important. But 
in the long run these expedients will work better 
and we shall need them less if the classical 
medicine is also at work.” His heart was not in 
controls; he remained all his life a believer in 
the advantages of an economy in which individual 
initiative and private enterprise would be able to 
make their valuable contributions. 

It is not the purpose of this article to discuss 
what should be done to prevent a recurrence of 
mass unemployment; that is a subject which 
would demand far more space than is available 
here, one reason being that there is not just one 
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remedy but several, depending upon the nature 
of the unemployment in each particular case. It 
should, at all events, be recognised that the world 
will never again tolerate unemployment on any- 
thing like the scale of that which was such a 
terrible scourge during many of the years of the 
interwar period. It should also be recognised as 
important that the opinions expressed by such an 
influential economist as Keynes should be prop- 


erly interpreted in order to avoid grave mis- 
conceptions regarding the policies which he ad- 
vocated. This is all the more important now that 
the long drawn-out post-war inflation is at last 
becoming a thing of the past and that policies, 
therefore, have to be based once again on the 
assumption that the value of money will remain 
relatively stable. 
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INDUSTRIAL DEMOCRACY 


BY BERTIL KUGELBERG, 
MAN AGING DIRECTOR, SWEDISH EMPLOYERS’ CONFEDERATION 


Democracy, in the western sense of the word, 
is a concept which reflects much of the best in 
mankind’s political ideals and aspirations during 
the history of our civilization. This system of 
shaping the political decisions, and thereby di- 
recting the development of the community, has 
shown time and time again that one of its chief 
merits is that it guards groups and individuals 
against interference and pressures. Although 
democracy as an idea has no fixed content as 
regards the actual formation of the community 
— for conservatives, liberals and socialists can 
all be democrats — it is based on certain common 
underlying assumptions concerning the indepen- 
dence of the individual and his personal value in 
relation to authority and environment. This 
concept also involves difficulties, in that demo- 
cracy presupposes that the citizens will accept 
and obey decisions which are often reached against 
their personal convictions and in conflict with 
their own interests. Thus democracy demands 
consideration both by those who belong to the 
majority and by thoses who believe that the de- 
velopment is going against them. If the conflicts 
between different groups are too great, the ex- 
istence of democracy must always be imperilled. 
It is for this reason that democracy as a political 
ideal has led to certain attitudes and qualities 
being regarded as especially valuable. One need 
only mention respect for the individual, the will 
to co-operate, the ability to judge between diffe- 
rent standpoints and the readiness to bow to 
positive arguments. 

Democratic constitutions can take different 
forms, but in spite of this the concept of political 
democracy is relatively determinate. This cannot 
be said of the expression “economic democracy”, 
a complex of problems which have been greatly 
discussed in the last few decades. In this term, 
the desire to reach some kind of economic equality 


as regards the standard of living has been allied 
with the demand that the democratic methods 
employed in the political sphere should also be 
applied in economic activities. 

With this wide interpretation of the notion eco- 
nomic democracy the development which has oc- 
curred during the period of industrialism may 
be said to imply a tendency towards increased 
democratization. Social policy and the progressive 
levelling of income have diminished the gaps 
between the living conditions of different groups, 
while at the same time the level of income as a 
whole has been raised. Outside working hours, 
it is no longer possible to distinguish the worker 
from the engineer, the artisan from the chief 
clerk. The growth of the trade union movement 
has moreover greatly increased the influence 
exercised by the workers on the framing of 
employment conditions. 

In other respects also, the development has ied 
to increased equality between different groups, 
or at any rate to increased possibilities for 
equality. The evolution of large business units 
has brought to the fore the question of respon- 
sibility for economic development, in so far as 
this development is decided by business under- 
takings. But at the same time the form of owner- 
ship which has made possible the creation of 
large enterprises — the joint stock company — 
has made it possible for practically everyone to 
be a shareholder, on a larger or smaller scale, 
in these undertakings. The opportunity to do so 
has been made use of in varying degrees, but 
our largest enterprises have tens of thousands of 
proprietors. It would seem desirable to investigate 
whether a further spreading of the right of 
ownership could not be achieved. There is one 
enterprise that is trying to bring this about by 
publishing in its employee magazine detailed in- 
formation on how shares in the company can 
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be acquired. This question is also important from 
the standpoint that for further economic ex- 
pansion it is necessary to have a continual flow 
of risk-bearing capital. Now that individual 
saving on a large scale is no longer possible, 
business must find forms of investment which 
at the same time satisfy the requirements of 
safety and of progress. 

Experience shows, however, that part owner- 
ship of a business — in this case practically 
synonymous with the holding of shares — does 
not in itself lead to an active participation in the 
affairs of the enterprise. The greater the spread- 
ing of a°company’s shares, the weaker becomes 
the shareholder’s feeling that he has any personal 
responsibility for the development of the enter- 
prise. Undoubtedly this feeling is encouraged by 
the fact that the individual shareholder has little 
opportunity to influence the management of the 
business. This point of view, however, should 
not be given too much importance, for it is after 
all a matter of course that a person who holds 
shares in an enterprise will follow its fortunes 
with lively interest. 

From what has been said above, it will he 
gathered that it is hardly correct to describe the 
spreading of shares of companies among many 
proprietors as a form of industrial democracy in 
the true sense. Nevertheless, in the general dis- 
cussion on economic democracy it is by no means 
irrelevant to emphasize the fact that the right to 
ownership of our large enterprises is open to 
everybody. If one wanted to introduce yet another 
term, it might be possible to use the expression 
“ownership democracy” for the state of affairs 
under discussion. 

It may be pointed out in passing that the 
opportunity to start new businesses is also of 
importance from this point of view. It seems 
likely that the state controls after the war have 
impeded the rise of new undertakings, although 
there are no certain grounds for this supposition. 

Like economic democracy, industrial democracy 
cannot be said to be a concept with a clearly 
defined meaning. There is, however, no reason 
why similar doubts should exist as to the signi- 
ficance of this term. In the first place we can 
state that industrial democracy is a relationship 
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existing between the management of an enter- 
prise and those employed in it. This, at any rate, 
is probably the general conception in Sweden. in 
other places, where industrial democracy has de- 
veloped on different lines, it is the practice to 
appoint, as representatives of workers and salaried 
employees on various bodies in the firm, persons 
who may not be employed in the enterprise. In 
the main the concept may signify a varying de- 
gree of opportunity for the employees to follow 
and influence the conduct of the enterprise. This 
opportunity can exist in varying degrees, from 
the right to information regarding the position 
of the business and its production plans to the 
possession of a majority of employee votes in 
the responsible bodies of the enterprise. 

Different justifications for giving the em- 
ployees a greater insight into and influence on 
the conduct of a business have been put forward. 
In Swedish discussions on this matter the ex- 
pressions which have been most commonly used 
are: contribution to improved production, inside 
information, security and happiness at work. in 
Sweden, as in other countries, the workers’ re- 
presentatives have claimed that those who, by 
taking employment in an enterprise, make their 
daily needs and welfare dependent on the con- 
duct and progress of that enterprise, have at any 
rate a legitimate interest in being able to follow 
what is going on. Another point made is that in 
many cases the workers can suggest improve- 
ments in production, but often feel they have no 
cause to do this. 

If for a moment we disregard the social causes 
and questions of principle which have led to the 
creation of special organs for contact between 
managements and employees, it may be remarked 
that communication between those who manage 
the enterprise and those who ultimately have to 
carry out the decisions reached in a large orga- 
nization always offers certain difficult problems. 
It is a quite unavoidable feature that communica- 
tions, both from above and from below, must 
pass through traditional channels; but it is also 
inevitable that the content of what has to be con- 
veyed will continually be influenced by the tem- 
perament and the ambitions of the intermediaries. 
The direct contact offered by an organ of co- 
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operation makes it possible for the management 
to obtain direct information of great value. The 
same should also apply to the representatives of 
the employees. In this way direct contact be- 
comes a desirable supplement to other means ot 
communication existing in the company. This 
must also be of advantage purely from the view- 
point of the firms’ organization — provided that 
due attention is paid to the complications, largely 
of a psychological nature, which may arise, for 
example in relation to supervisors. 

Continuous contact between employer and em- 
ployed constitutes one link in the process under 
which the plans and decisions of the management 
are produced. The business head of to-day must 
be surrounded by a corps of experts on diffe- 
rent subjects. His attitude in current questions is 
arrived at in the course of continual discussion 
with these experts and with due regard to their 
advice and suggestions. In this continual process 
the possibility of becoming acquainted with the 
viewpoints of the employees is an important 
feature. If these consultations are conducted in 
a suitable manner, either through committee 
work, as in the joint enterprise councils, or in- 
formally and privately, this will serve to streng- 
then the esprit de corps in the firm and the em- 
ployees’ feeling of belonging to a collective group 
as valued members conscious of their responsi- 
bilities. 

The demand for improved contact has, how- 
ever, usually come from the employees. No 
matter how far-reaching the demand has been, 
it is probably not the organizational problems of 
the business which have led to its being made. 
In those cases where the demand has been con- 
fined to the right to consultation, as in those in 
which more drastic changes have been requested, 
there has, been an obvious wish to ensure that the 
viewpoint of the employees shall be given greater 
consideration than before when decisions are 
reached in important questions in the firm. 

It is interesting to speculate for a moment on 
what has caused this demand. In part, of course, 
it is due to the feeling of the employees that they 
can help to improve production and thereby 
promote the success of the enterprise — which 
will also bring advantages to the employees. Prob- 


ably, however, a more important reason is the 
feeling that the conditions of the employees have 
not been sufficiently considered when decisions 
have been reached regarding the conduct and 
future of the enterprise. 

It is the task of the management to see that 
the enterprise is as successful as possible. Success 
is the only sure sign that the enterprise has a task 
to fulfil in the productive life of the community. 
It is obvious, however, that the efforts of the 
management to achieve the highest possible profit 
may relate either to a long or to a short period. 
— It is hardly possible to generalize on how 
these matters have turned out in the past; but 
if we look at the present it is evident that those 
who carry the responsibility for conducting an 
enterprise give a great deal of weight to long- 
term considerations when making their decisions. 
This means that such factors as the position of 
the enterprise in the community and the relation 
to the community — taking that word both in a 
local and in a wider significance — are given 
greater weight than they would otherwise receive. 
The same is undoubtly true of the firm’s relations 
to its employees. We can point to the rising 
interest in the social conditions of the workers, 
taking as our example the active housing policy 
of business firms during recent years. We can 
point also to the efforts to improve the workers’ 
comfort and happiness in different ways; and 
finally we can point to the various measures 
taken to carry on a far-sighted personnel policy. 

It has, however, been pointed out in recent 
times that the business executives of the present 
day are of a different type from those of former 
years. Not the least of the differences is their 
enhanced social consciousness. To some extent 
this is probably due to the fact that as a rule 
they are no longer owners of the business but 
are themselves paid officials of the firm. -— It 
is not possible to state precisely what influences 
affect the decisions of the leaders of an enter- 
prise. We cannot say whether, in choosing be- 
tween different alternatives, they decide from 
purely social motives for the course of action 
which, within the limits set by good management, 
would best serve the interest of the employees 
and the community. The background may also be 


QUARTERLY REVIEW. OCTOBER 1953 89 


a general feeling that a proper regard to social 
aspects will give the enterprise better possibilities 
of operating during a future, which cannot be 
foretold even in broad outline. 

On this point it is important to emphasize that 
the fact that the present-day business executive 
iS a person recognizing his social responsibilities, 
should not lead us to regard earlier generations 
of business leaders in a unfavourable light. Some- 
times their idea of arriving at a just balance 
between different interests may have been dif- 
ferent from ours. Nevertheless the work they did 
led to a greatly improved supply of goods for the 
community, increased opportunities to work, the 
creation of new communities and an enhanced 
standard of living. 

It may possibly be asked, against the back- 
ground of what has been said above regarding 
the considerations which are taken into account 
by enterprises when taking their decisions, 
whether the workers’ need for consultation con- 
cerning the affairs of the company now is as 
urgent as it was earlier. In reply to this it may 
merely be said that even in our days it is not 
necessarily the case that the management and the 
employees are in agreement as to the proper way 
to solve the firm’s social problems. In addition 
there is the common interest in a rational pro- 
duction, which is continually improving, and the 
need for the management to be in constant contact 
with those who are responsible for carrying out 
decisions. 

As far as measures for improved production 
are concerned, the most important item concerns 
the suggestions put forward by the employees. 
It has not always proved easy to find a satis- 
factory degree of interest in this kind of activity, 
nor is it always properly organized. }’rom the 
figures given below it is clear, however, that the 
work in this field cannot be disregarded. While, 
however, the interest of the employees in 1m- 
proved production has been active in recent years, 
it is highly probable that this interest would be 
even more considerable in a period of recession, 
when the very existence of the enterprise — and 
therefore the jobs of the employees -— would 
depend on everything possible being done in order 
to reduce the costs and to rationalize the pro- 


duction. The experience gathered both in our 
own and in other countries indicates that this 
reaction on the part of the employees is normal. 
If channels of contact for making use of the 
workers’ impulse to collaborate already exist, this 
will naturally facilitate co-operation in such diffi- 
cult situations. 

The agreement on joint enterprise councils 
concluded between the Swedish Employers’ Con- 
federation and the Confederation of Swedish 
Trade Unions in 1946 has undoubtly been of 
great importance, especially in regard to the 
question of exchanging different opinions on 
personnel policy in joint consultation within the 
firm. It would also seem that this co-operation, 
where it has been developed in the intended di- 
rection, has led both to better results in the 
operations of the undertaking and a greater 
feeling of community between the different par- 
ties. As in the case of political democracy, under- 
standing, knowledge, and the will to co-operate 
are prerequisites for business democracy in the 
form in which it is now applied in this country. 
At the same time the demand for co-operation 
will strengthen these qualities in those who are 
concerned, 

This is not to say that joint consultation has 
been equally successful everywhere. The feeling 
that the joint enterprise councils are a useful 
supplement to other means of contact within the 
enterprise is naturally not equally strong through- 
out the whole field of business. Sometimes the 
practical help which is needed in order to get the 
new body functioning satisfactorily is lacking. In 
many cases the temptation to ventilate grievances 
or old disputes proves too strong for the members. 
It may take a considerable time before they learn 
to speak the same language. 

Even at the time when the decision to establish 
a system of joint enterprise councils was reached, 
it was pointed out that the provisions of the 
agreement regarding joint when 
personnel has to be discharged or laid off might 


consultation 


expose the work of the councils to a severe test. 
The strains might be great, especially for the 
workers’ representatives. It has certainly been 
fortunate that the work in the enterprises during 
the first few years bas been allowed to evolve in 
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a period of more or less unbroken prosperity. 
During the recession which came in 1951 in, for 
example, the textile and ready-made clothing 
trades, the joint enterprise councils proved able 
to stand the test. In cases where it became neces- 
sary to reduce staffs, there is no doubt that the 
preparatory contacts made in the councils meant 
that such measures could be carried out in a 
smoother and more friendly way than wouid 
otherwise have been possible. 

At the present time there are probably between 
3,300 and 3,400 joint enterprise councils in ex- 
istence in Sweden. In addition, there are enter- 
prise representatives — these take the place of 
the councils in firms with not more than 25 
workers — at about 570 enterprises. Altogether 
there are som 670,000 workers employed in firms 
where there is either a joint enterprise council 
or an enterprise representative. The number of 
suggestions on safety or production or economic 
problems was probably about 20,000 in 1952, 
proposals for improvements in production ac- 
counting for two-thirds of this total. -- During 
1952, cases of dismissal and laying off were dealt 
with at 941 enterprises and, according to the 
reports received by the Confederation of Swedish 
Trade Unions, satisfactory or tolerably  satis- 
factory results were achieved in 867 cases. 

In the words of the agreement, the joint enter- 
prise councils are to be “an organ for informa- 
tion and consultation”. The power to take deci- 
sions on the matters dealt with is in the hands of 
the managements of the enterprises. 

It has sometimes been suggested that the 
councils should be given the right to take decisions 
on certain questions. As a general reflection on 
this it may be remarked that it would not be 
possible so long as enterprises are constructed as 
at present. — It would also mean that some of 
the powers which now belong to the management 
or to somebody to whom the right of decision 
has been delegated, for example in personnel 
questions, would be transferred to the councils. 
If this were done the capacity to co-operate would 
undoubtedly be put to a test which it would not 
be able to stand. By the very fact that the em- 
ployers’ representatives would take part in the 
decisions, they would be compelled to a greater 


extent than now to act as delegates of their 
fellow workers, since these would be able to hold 
them directly responsible for what happened. In 
times of depression this might lead to a breach 
in the trade union movement. At present the 
entire responsibility falls on the management. 

Practical reasons also are against such an ex- 
tension of the competence of the councils. In a 
correspondence course on “Trade Union Knowl- 
edge”, issued jointly by the Confederation of 
Swedish Trade Unions and the Co-operative 
Union, the following words appear under a picture 
of a modern factory building: “A belief that an 
industrial enterprise can be run by a show of 
hands, is out of touch with real life”. Every day 
there are arising difficult problems which have 
to be solved quickly and without hesitation. lf 
such questions had to be referred to some sort 
of works tribunal, it would cripple the power of 
initiative in the enterprise. This applies also to 
matters which are not dealt with directly by the 
firm’s chief executive. 

Joint enterprise councils were set up in a 
number of countries as long ago as in the period 
after the first world war. Gradually, however, the 
movement withered away in the face of un- 
favourable economic or political conditions. If, 
in spite of all the signs to the contrary, the Swed- 
ish joint consultation movement were to come to 
a similar end, we should lose an important and 
valuable aid in our efforts to achieve understand- 
ing and industrial peace. 

But just as there is no royal road to mathe- 
matics, so there are no patent solutions which will 
make it possible to achieve in a short time fric- 
tionless and fruitful co-operation in the joint 
enterprise councils. We have still many instrue- 
tive mistakes to make. Newertheless, the training 
which both parties are trying to spread as widely 
as possible — in the employers’ case this is being 
done largely through special courses at the 
Swedish Employers’ Confederation’s own resi- 
dential college at Yxtaholm — will certainly 
contribute, together with the growing body of 
experience, to bring the desired goal nearer. 

Improved training is especially needed when it 
comes to helping the employees to understand 
what is really being done in the enterprise. The 
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demand for information on the financial circum- 
stances has been one of the driving forces when 
the workers have insisted on the establishment of 
joint enterprise councils. In order that the em- 
ployees may be able to assimilate the information 
given, it is obvious that one of the prerequisites 
for a healthy democracy must be present — 
namely, knowledge. 

What one inwardly hopes that the joint con- 
sultaiion system will lead to is not continuous 
discussion on changes in the distribution of 
powers but a greater sense of community among 
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those who are working in the same enterprise. As 
was said at the beginning of this article, demo- 
cracy is based on knowledge, intelligent discussion 
and a will to co-operate. Nowhere these things 
are more needed than in working life. The work 
of the joint enterprise councils can strengthen 
the desire to arrive at definitive solutions of most 
professional problems through local agreements. 
No-one would welcome a development in this 
direction with greater satisfaction than the central 
organizations. 
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SOME TRADE DILEMMAS OF SMALL STATES 


BY PROFESSOR ANDERS OSTLIND 
UNIVERSITY OF STOCKHOLM 


The central importance of external trade for 
the countries of Western Europe is a marked 
feature of the economic history of the post-war 
years. In this period it is not the strategic role 
played by foreign trade in determining the busi- 
ness cycle pattern which has occupied the fore- 
ground of the picture: for, during the last seven 
or eight years, we have not experienced cyclical 
fluctuations of the traditional type. What strikes 
one most is the decisive importance of foreign 
trade for the standard of living and material 
progress, for price and wage trends and, not least, 
for economic policy. 

We all know that the prominent position 
occupied by external trade in Western Europe is 
connected with the facts that the countries in that 
region often are small, that they are highly in- 
dustrialized and their consumption is character- 
ized by a high degree of variety, while their 
natural resources are rather one-sided. Moreover, 
the intensive exchange of goods between the 
countries in this region is in part a kind of com- 
pensation for the fact that manpower and other 
resources for production can be moved from one 
country to another to only a very limited extent. 
From a strictly economic point of view, sovereign 
states with only a few million inhabitants and 
with a narrow raw-material basis are an archaism 
in the modern world. 

There are signs that the technical and econo- 
mic trend is moving in such a direction that the 
small states in Western Europe will hencefor- 
ward find it increasingly difficult to keep pace 
with the annual growth in production elc, which 
is achieved by the “global states”, i. ¢. the United 
States and the U.S.S.R. The enormous econo- 
mic advance of the United States since the be- 
ginning of the 1940’s — which is in such vivid 


contrast with that country’s period of weakness 
during the preceding decade — is of significance 
in this respect. So, too, are the reports of the 
economic expansion which has undoubtedly oc- 
curred in the Soviet Union during recent years. 

People in Western Europe are asking them- 
selves what are the chances of overcoming the 
economic disadvantages of the situation we have 
described. Even if the answers are often lacking 
in realism or are formulated in vague phrases, it 
is at least an encouraging feature that the question 
is now arousing attention in wide circles. This 
was not the case during the inter-war period, 
when though the problem existed it was obscured 
by the fact that the small countries ot Western 
Europe happened to enjoy a particularly high 
standard of welfare. 

A number of Western European countries are 
too small to utilize to the full the advantages of 
mass production except in certain limited fields 
of production. This has left its marks on tariff 
policy ; the tariff barriers in Western Europe are 
throughout lower in the small countries than in 
the big countries. According to the investigations 
made by the Swedish Tariff Committee, tariff 
rates as a percentage of import prices in 1950 
amounted to 4 per cent. in the case of Denmark, 
6 per cent. in the case of Sweden, 9 per cent. 
for the Benelux countries and 12 for Norway. 
For Western Germany the percentage was 14, for 
England 15, France 17 and Italy 21; the figure 
for the United States was 15. (The figures are 
averages for all imports, including duty-free 
positions. ) 

This relatively low tariff protection provides 
the small countries with a certain compensation 
for their inability to make the maximum use of 
the advantages of large-scale production. It might 
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be thought that a small country with a low tariff 
barrier would be in a more favourable economic 
position than a big industrial country with high 
tariffs. The industrial structure of a small country 
favouring free trade may indeed be expected to 
be well adapted to promote that division of labour 
between countries which is required for flourish- 
ing international economic relations. In principle 
the small country specializes, on well-known lines, 
on producing certain industrial goods for export, 
and international competition prevents the country 
from producing for the home market goods 
which can be obtained more cheaply from abroad. 
For this one prerequisite is, of course, that 
foreign trade shall not be subject to quantitative 
restrictions. 

The matter takes on a different aspect, how- 
ever, if we look beyond production to economic 
activity as a whole, as in fact we cannot avoid 
doing. The distribution of goods and the service 
connected therewith, such as the repair of capital 
goods, is now taking a considerable and probably 
growing share of the productive resources of the 
community. 

Let us assume that a large industrial country, 
e. g. Great Britain or Western Germany, lias a 
comparatively high tariff on a certain type of 
capital goods which can only be economically 
produced on a very large scale. Let us also 
assume that the article is actually produced on 
such a scale in the country in question. In all 
probability the tariff will have the effect that 
the consumption of the article wiil be concen- 
trated on one or perhaps a few domestic products, 
while imports will be conspicuous by their almost 
total absence. It will then depend on the price 
policy of the manufacturers to what extent the 
tariff is reflected in the manufacturers’ price in 
the home market; possibly this will be compara- 
tively high. If the manufacturers are also depen- 
dent on the export market they will be compelled 
to pay careful attention to efficiency, to see that 
the quality of the article is up to standard, and 
so on. But it is not only the factory price which 
is of importance but also the cost of distribution 
and the distribution profit margins. Concentra- 
tion in the assortment of goods on the protected 
market of the large country is of great impor- 


tance from the point of view of the economics of 
distribution. 

For a small country, on the other hand, the 
situation is quite different. There it is scarcely 
possible to start home production on a sufficiently 
large scale to allow competition with the industries 
of the large industrial countries, at any rate for 
anything but a relatively small number of compli- 
cated products. Thus the small country is forced 
to import most such goods. Since the customs 
duties are almost always the same irrespective of 
the country of origin of the goods, the imports 
of many different manufactures will be distribu- 
ted among a number of different countries. 

This has the advantage that the consumer in 
the small country is offered a wide selection of 
goods. From the point of view of distribution 
economics, however, the system has obvious dis- 
advantages. It is a regrettable shortcoming in 
most economic text-books that the advantages 
of large-scale production are almost always dealt 
with from the viewpoint of production alone. In 
the case of many goods the advantages of mass 
production are probably equally great in distri- 
bution and in production. What, for example, 
will be the average distribution cost of a small 
car from factory to consumer if in one case there 
is a market of 50 million people, dominated by 
one or two competing makes produced in the 
country, and, in the other case a market with 4 
or 7 million people with to fairly similar makes 
from half a dozen countries in competition with 
each other? And what will be the cost of service 
and repairs? Further examples could be drawn 
from both capital goods and consumer goods. 

A big country with its own factories for 
making complicated products of widely different 
types and with a tariff protection which reserves 
most of the home market for domestic products 
would seem to have the advantage, from the point 
of view of distribution economics, over a small 
country with a liberal trade policy and a highly 
specialized industry. An analysis shows that this 
advantage, which is especially marked for stand- 
ardized capital goods of the more complicated 
kind, is of considerable and growing importance 
for a nation’s economy. 

Let us follow in thought the journey made by 
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an imported commodity through the different 
links in the chain of distribution, beginning with 
the trips made by the importers abroad in order 
to get in touch with suitable suppliers, to study 
new lines etc.; continuing with the transporta- 
tion of the commodity to the importing country 
and inside that country to the places where it will 
be sold, and with the work of selling through 
advertising, agents and travellers; and not for- 
getting the requirements of the different branches 
of distribution for sales and exhibition premises 
and for stocks, especially of spare parts, the need 
for repair workshops and trained mechanics etc. 
Consider, too, what the division of imports into 
a large number of competing brands, each one 
being imported in comparatively smail quantities, 
means in terms of duplications and other forms 
of inefficiency. This process of thought must inev- 
itably lead us to the conclusion that distribution 
is the Achilles’ heel of the small states of Western 
Europe. 

The melancholy truth is that the handicap which 
the small states have to carry from the point of 
view of distribution economics! may be expected 
to become even more serious during the next few 
decades. Complicated industrial products grow in 
importance when the standard of living rises and 
production, like consumption, places increasing 
demands on special machines and precision in- 
struments, with all that this involves in service, 
repairs and spare parts. The problem is perhaps 
at least as important in the case of capital goods 
for industry, agriculture and communications as 
in the case of capital goods for consumption 
purposes. 

It is perhaps the car market that provides the 
outstanding example of the distribution burdens 
carried by the small states. This, of course, is 
due to the fact that the turnover in cars is so 
great, the development so rapid, and the product 
so complicated and in need of so much service, 
The wide variety in makes in the cars in use in 


t For purposes of comparison it may be mentioned that 
countries with a low degree of industrialization belonging to 
the British Commonwealth have a more favourable position 
from this point of view, as the preferential treatment of British 


products within the Commonwealth promotes a concentration 
of the assortment. 
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Sweden (as in several other small Western Euro- 


pean states) makes the motorization of the 
country more expensive, while at the same time 
it must be remembered that road building and 
maintenance are also expensive in a country 
where the population is so scattered, the wages 
are so high and the winter is so severe as in 
Sweden. In spite of the high standard of living 
in Sweden it has been motorized later and less 
intensively than the larger Western European 
countries. 


In some other connections than those dealt with 
above, all Western European countries appear to 
be in the same situation as small states, viz. in so 
far as in every instance their exports are so one- 
sidedly composed that there is little scope for 
spreading risks connected with fluctuations in 
prices, demand etc. It can hardly happen that all 
Western European countries at the same time have 
equilibrium in their external economy, at least 
over a long period. One may expect that at any 
given time there will usually be certain countries 
which are wrestling with actual or potential de- 
ficits in their trade balances. Even quite minor 
disturbances may cause a country to get into pay- 
ments difficulties. For example, the trade rela- 
tions with other countries may deteriorate and the 
possibility of finding a market for the usual 
quantity of export goods may contract, the de- 
mand in the home country for foreign goods may 
increase, wages at home may rise more than 
wages abroad, or efficiency may fail to rise, ¢. g. 
under the pressure of political factors. 

International co-operation has so far been un- 
able to deal with these basic causes of disturbances 
to the external economic balance of the countries. 
Broadly speaking, this co-operation is limited to 
the attempt to prevent disturbances in the external 
balance of certain countries from having harmful 
repercussions in the form of a cumulative trend 
in the direction of protection, i. e. more severe 
import restrictions, higher tariffs etc. In. this 
respect, good results have been reached through 
the E. P. U. and the free-listing system established 
under the aegis of the O.E.E.C. etc. But the 
trend before the introduction of these institutions 
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had clearly shown the adverse effects of quantita- 
tive import restrictions on commodity markets, 
prices and income distribution, as well as on the 
distribution of productive resources both in the 
country imposing the restrictions and in the 
countries supplying it with goods; there are also 
cases where import restrictions have served as a 
gateway for corruption and arbitrary action in 
the administrations of certain countries. 

In the train of quantitative import restrictions 
there follow a series of restrictions on domestic 
production and distribution, price controls, prio- 
rities etc. It would need superhuman intelligence 
to administer such complicated systems of control. 
But as the measures are regarded as temporary 
they take on the character of improvisations. It is 
very seldom that any real corps of experts is 
built up for these extremely important administra- 
tive functions or that any refined techniques are 
evolved. Instead, such matters are often dealt 
with by officials who are laymen as far as eco- 
nomic problems are concerned and have no proper 
conception of the larger economic issues involved. 
Businessmen find it difficult to plan far ahead, 
since future developments will depend on ad- 
ministrative decisions of which the nature can 
seldom be foreseen. On the international piane, 
quantitative import restrictions provide first-class 
grounds for disputes. The short-sighted and petty 
trade policy which follows in the wake of the 
restrictions is undoubtedly destructive in the long 
run, at any rate for the small countries. 

For Western Europe it is unfortunate that the 
division of the area into relatively small states 
makes it more difficult to free business from 
quantitative import restrictions. One of the most 
important tasks is to see that such restrictions, 
where they cannot be avoided altogether, are 
formulated in such a way as to inflict the least 
possible damage on the international economy 
and the normal trade channels. Perhaps inter- 
national economic co-operation hitherto has been 
too heavily concentrated on the need of currency 
and tariff stability. It may be asked whether the 
existence of quantitative import restrictions, 
which are alternately being tightened up and 
relaxed and are more abundant in some countries 
than in others, is not a worse menace than a 


certain amount of mobility in exchange rates and 
tariffs, provided that a cumulative increase of 
tariffs can be evaded. It is indeed necessary to 
make a choice in this regard, in so far as the 
basic reason for instability in the external econo- 
my of the different countries cannot be removed. 

For Western Europe the problem of stabiliza- 
tion with regard to the external economy is par- 
ticularly complicated. This is due among other 
things to the structural changes in the economic 
relations of Western Europe to the rest of the 
world which have occurred since the end of the 
thirties, and to the big discrepancies which in 
spite of everything exist between the different 
European countries in their political, institutional 
and economic make-up. At the same time the 
margins for free international trade are much 
narrower than they were previously. The pos- 
sibilities for “unpolitical’ international capital 
movements are, as everyone knows, extremely 
limited, and the total gold and foreign exchange 
reserves of Western Europe are much lower than 
they were formerly in relation to the value of 
external trade and the national incomes of the 
countries. According to calculations printed in 
The Banker in July this year, the gold and foreign 
exchange holdings in the United Kingdom in 1951 
amounted to 22 per cent. of the annual import 
value as against 63 per cent. in 1938, while in 
other European FE. P. U. countries the percentage 
in 1951 was 32 as against 83 in 1938. The fact 
that gold reserves are less important than for- 
merly as sources of liquidity is due among other 
things to the decrease of the gold price in relation 
to commodity prices and to the change in the 
international distribution of gold reserves. Cer- 
tain countries, e. g. Denmark and Norway, have 
very small gold reserves. Sweden too has not a 
large gold reserve in relation to its national in- 
come. 

The circumstances just described form a striking 
background to an analysis of fluctuations in the 
Western European countries’ terms of trade 
during the last few years, as such fluctuations 
become all the more serious the lower the inter- 
national liquidity reserves are. The following 
index figures from the United Nations’ statistics 
give the terms of trade, expressed as the ratio 
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between export prices and import prices (1950 = 
100); a fall in the index means, of course, a 
deterioration of the exchange relations with other 
countries and vice versa. 


Highest and lowest 
index figures for 
terms of trade 
1951 and 1952 


Index figures 
for first 


quarter 1953 


United States . lowest 89 (3. qtr. 1951) 100 
Dyin 556 ho 8 81 (2. qtr. 1951) 99 
United Kingdom. » 85 (2. qtr. 1951) 102 
Hrancome eee wea > 89 (2. qtr. 1951) 105 
Western Germany. » gi (2. qtr. 1951) 114 
INGER, 6 4 0 6 6 highest 115 (1. qtr. 1952) 97 
Swedensnm) amet » 133 (4. qtr. 1951) III 
iiMenyel sos og 5 0 LTS CleagttElOS2) 96 


The table shows that the rise in prices for 
armaments, forest products etc. during the first 
phases of the Korean war had very serious effects 
on the terms of trade of Denmark and the United 
Kingdom, among other countries, while the terms 
of trade of Finland, Sweden and Norway im- 
proved to a very marked degree. During 1952, 
on the other hand, the spread in the index figures 
diminished considerably, and a period of excep- 
tionally large fluctuations in terms of trade came 
to an end. 

It is a triumph for the E. P. U. and the Wes- 
tern European efforts to liberalize trade that 
during this period the disturbances to internatio- 
nal trade were kept within reasonable limits. One 
wonders whether the critics of the E. P. U. really 
appreciate the extremely unfavourable conditions 
under which the Union began its activities. 

But the critics are, of course, right in so far 
as it is not possible to maintain that the establish- 
ment of a large international swing fund like the 
E.P.U. is in itself sufficient to guarantee a 
liberal trade policy in this part of the world. It 
will probably be found that the more closely in- 
ternational economic co-operation is bound to one 
or a few strictly limited fields the more difficult 
it will be to achieve the desired effect. This is 
also true of Western [urope, as there are con- 
siderable differences between the countries con- 
cerned — in spite of their common Iuropean 
cultural traditions — in those economic circum- 
stances which are of relevance for international 


trade and payments. Such differences are to be 
found, for example, in the principles of internal 
economic policy, the degree of economic demo- 
cratization, economic development and standard 
of welfare, the degree of stability in the value of 
money, and the absolute and relative strength of 
the labour market organizations and the form 
taken by these organizations. In these respects 
constant changes are also taking place, and these 
in their turn affect the conditions for co-operation 
between the countries. 

In view of the great inequalities between the 
different Western European countries which 
prevail, for example, regarding the underlying 
conditions for stability of the value of money, it 
would be rash to assume that there exists any 
simple formula for reaching a stable equilibrium 
in the external economy of the countries within 
a frame of fixed rates of exchange, low tariffs 
and freedom from burdensome quantitative im- 
port and export restrictions. The basic conditions 
for external stability were much more favourable 
during the great period of the gold standard, 
1. e. 1870—1914. Economic and political difie- 
rences liable to complicate international trade 
and payments relations are now much more far- 
reaching than at the beginning of the century. 
Consequently there is now a considerably greater 
need than before for international co-operation 
on a broad basis. But the difficulties are great. A 
country must be capable of some consistent plan- 
ning on a long-term basis in its internal economic 
policy if it is to be qualified to fill a prominent 
place in international economic efforts of the 
more ambitious kind. For the greater the degree 
to which a country’s internal institutional con- 
ditions are fixed in forms which hamper econo- 
mic progress and economic democratization, the 
less that country is capable of making effective 
contributions to international economic co-opera- 
tion. In every country there are certain types of 
vested interests which feel themselves threatened 
by attempts to extend the basis for international 
co-operation. Lack of adaptability in a country’s 
internal economic and political structure is often 
a criterion that the vested interests are so impor- 
tant that the country cannot exercise the measure 
of institutional flexibility that is required if it is 


a” 


to be a satisfactory partner to countries which 
are economically and politically more progressive. 

If this is correct, it has a certain importance 
for the lines on which economic co-operation is 
to be planned. It will then be necessary to devote 
great attention to internal political circumstances 
as necessary prerequisite for an expansion of 
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international co-operation. The question is whether 
defective adaptability on the part of a few countries 
would be sufficient to stultify more ambitious 
efforts. If such were proved to be the case one 


would be compelled to regard the prospects with 
pessimism. 


SKANDINAVISKA BANKEN 


INTEREST ON HOUSING CREDITS 
IN DIFFERENT COUNTRIES 


In most western states housebuilding has been 
accorded a comparatively favoured position in the 
post-war years in comparison with other invest- 
ments. This has been the case, for example, in 
Sweden, in spite of the fact that the existing 
houses did not suffer damage during the war. 
One of the aims of Swedish housing policy has 
been to keep the output of new dwellings at a 
high level and also to keep housing costs as low 
as possible. With the last-mentioned object in 
view, a complicated system of subsidies has been 
gradually built up, and in addition the interest 
rates for housing credits have been kept low. 
Perhaps the most important reason for the policy 
of fixed rates of interest which has been pursued 
in Sweden since the war has been the wish to 
keep the interest item in housing costs as low as 
possible. 


How do the current rates of interest for 
housing credits in Sweden compare with those 
in other countries? The table below gives data 
on interest rates in several countries, both for 
credits for house property during the period of 
building and for mortgage loans on finished 
houses. In order to give an idea of the general 
level of interest in the different countries, data 
on the yield on long-term Government bonds 
have also been included. It should be pointed 
out that international comparisons between rates 
of interest are difficult to make, as regard must 
also be taken to credit conditions other than 
interest (e. g. security requirements) and differ- 
ences in the organization of the credit markets. 
In spite of these shortcomings the table may 
nevertheless be regarded as giving a substantially 
correct picture of how the interest costs for 
housing credits vary in different countries. Un- 
less stated otherwise, the figures in the table refer 
to the rate of interest as a percentage per annum. 
For credits during building, the commissions ete. 
charged in addition to the interest are also stated. 


Interest rates for housing credits. 


(Per cent. per annum.) 


Mortgage loans Yield on 
Credits to finance Govern- 
Country building up to60% over60% ment 
of value of value ponds 
Sweden. . . 34/2—4+commis- 3,6 3°/s— 43/4 23 
sion 1/19 % per 
month 
Norway. . . 4+ commission 3/2 4—44/, 3.4 
1/9 % (non-recur- 
ting) 
Denmark? . 6 + commission 61/2 64/2 6.1 
1/3 % per quarter 
Finland . . 8—9 8—9 8—9 8,4 
Holland .. 6 4 4/4 32 
Belgium . . 65/4 64/2—6%/4 64/2—6%/s 44 
Western Ger- 
many. . . 61/2+commission 61/2—8*/s — 8,01 


1/4 % per month 


Switzerland . 3°s—4+commis- 3'/2—3%/a 38/a—4 3,0 
sion /s % per 
quarter 

United King- 

dom * 4s—s2 4is—s2 4is—s'/2 4,1 

United States 4 + commission 4y/e2 5 3,2 
1/2—1I % per an- 
num 


As the table shows, the credit institutions in six 
out of the ten countries charge a certain com- 
mission in addition to interest for credits to 
finance building, for providing the building cre- 
dits. This commission varies considerably in 
amount. In Switzerland, for example, it is /s per 
cent. per quarter, in Sweden 1/; per cent. per 
month and in Western Germany no less than 
‘/, per cent. per month. Credits during building 
do not, it is true, have any great importance for 
rents in finished buildings, but this form of credit 
has long been very important for the Swedish 
commercial banks, If regard is taken both to 
interest and commission, the above comparison 
shows that the interest costs for building credits 


_\ 15 year industrial loan. — ® Before the lowering of the 
discount rate in September. 
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in Sweden are at least as low as in any of the 
other countries represented in the table. Only 
Norway and Switzerland have interest costs ap- 
proximately as low as ours, and those in the 
United States appear to be generally somewhat 
higher. In sharp contrast to the low rates in the 
countries mentioned are the very high figures for 
Western Germany (approx. 9!/2 per cent.) and 
Finland (up to 9 per cent.). 

Even in the case of interest on mortgage loans, 
which is a considerably more important factor 
from the point of view of rent, the comparison 
shows Sweden in a favourable light. Together 
with Norway and Switzerland, Sweden has un- 
doubtedly the lowest interest rates. These three 
countries have a rate for mortgage loans up to 
approximately 60 per cent. of the value of the 
property which amounts to only 31/2 per cent. or 
slightly above. For such credits the United States 
applies a rate of 41/2 per cent. In Holland 4 per 
cent. is charged; relatively low interest is charged 
on mortgage loans. More important is that the 
rate for building credits is as high as 6 per cent. 
In Great Britain the Building Societies usuaily 
charge 41/2 per cent., but in some cases the rate 
may be as much as 5 per cent., while the banks 
apply higher rates — generally 5—5'/» per cent. 
The remaining countries in the table, Denmark, 
Finland, Belgium and Western Germany are 
typical high interest countries; this is especially 
true of the two last-mentioned countries, where 
the interest rates on mortgages may be as much 


as 8—g per cent. 


The actual interest costs for mortgage loans 
on housing properties built in recent years is in 
respect of Sweden still lower than what is shown 
in the table. As a rule, a borrower will, in fact, 
receive a subsidy from the Government covering 
the interest amount he has paid in excess of 
3 per cent. on the mortgage loan up to 60 per 
cent. of the property value and 31/, per cent. on 
the mortgage loan between 60—75 per cent. If 
these Government subsidies are duly considered, 
Sweden will have the lowest interest rates for 
housing credits in the world. Also in regard to 
older housing properties, having tied loans since 
before the war, Sweden has lower interest rates 
than other countries. Before the war the interest 
rate in Sweden for mortgage loans up to 60 per 
cent. of the property value was 3 per cent. and 
is now 3.6 per cent., while before the war the 
corresponding rate in, for instance, the British 
Building Societies was the same as now, or 
41/2 cent. 

The figures here given prove that Sweden, 
together with Norway and Switzerland, has the 
lowest interest rates for housing credits. The low 
rates of interest in these three countries are, how- 
ever, not confined to housing credits; the data 
given in the table on the interest for long-term 
bonds indicate that the general interest level in 
these countries is a low one. It is worthy of note 
that Sweden has lower rates for housing credits 
than the United States, in spite of the abundance 
of capital in that country. 

BS: 
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THE ECONOMIC SITUATION 


In spite of earlier fears to the contrary, the 
Korean truce has not had any immediate depres- 
sing effect on the international economic situation, 
which continues to be stable and even has shown 
some signs of an upward trend during the 
summer. Such tendencies are also clearly vi- 
sible in Sweden. Although they are to some extent 
connected with the usual increase of building 
during the summer months, which this year has 
been unusually marked, these tendencies are not 
to be written off as mere seasonal phenomena. 
The recovery in the wood-processing industries 
has been accelerated, the decline in activity in the 
engineering industry has ceased, and there has 
not been any substantial laying-off of labour 
either there or in industry in general. There have 
also been signs of a certain increase in industry’s 
will to invest, in that applications for building 
permits have tended to increase during the last 
few months in comparison with the unusually 
low level prevailing at the beginning of the year. 

The economic situation is not, however, with- 
out its darker features. The position as regards 
shipping continues to be rather depressed, with 
low freights and an increased number of ships 
laid up (especially smaller vessels) in comparison 
with last year. If this situation continues it must 
gradually lead to reduced production in the ship- 
yards when the present stock of orders is depleted. 
Even apart from the ship-yards the risks for 
further deterioration in the engineering industry 
cannot be regarded as overcome; the smaller 
enterprises especially are said to be finding it 
difficult to keep going. In the pulp industry the 
price situation is considered as unsatisfactory from 
the cost point of view. Although the export posi- 
tion seems to be better at present than it was six 
months ago, developments in this field are entirely 
dependent on the international economic situation. 
In the United States the opinion is increasingly 
gaining ground that a recession can be expected 
towards the end of this year or at the beginning 


of 1954. One of the strongest reasons for this 
is that an extended boom in the United States -— 
unless the present plans for public expenditure 
are changed — would require a continued expan- 
sion of expenditure on durable consumer goods 
of proportions which are considered unlikely to 
be realized. 

As mentioned above, there has been an im- 
provement of the market for pulp and paper 
during the summer. Pulp prices, which tell during 
the second quarter of the year, have been stabi- 
lized during the summer months. Buyers gene- 
rally seem to have expected that prices will not 
sink any further, and this has stimulated sales. 
These were considerably more lively than had 
previously been anticipated, and this had in some 
cases mitigated the suspension of production that 
had been planned to take place during the sum- 
mer. It is also worth noting that some sales for 
the fourth quarter were made during the summer, 
though they did not begin in earnest until Sep- 
tember, resulting in a certain stiffening of prices. 

As far as paper is concerned, the prices of cer- 
tain important qualities were reduced in June and 
here, too, a gradual improvement of the sales 
position resulted. Mills producing newsprint are 
stated to have sold their output for the year and 
the order books for other paper mills have also 
grown considerably during the last few months. 
In the case of cardboard and cartons, on the other 
hand, the supply of orders is still unsatisfactory. 

‘or wood goods the recovery came earlier than 
for pulp and paper. Practically the whole estima- 
ted production for the year was placed as early 
as last spring and subsequent sales have naturally 
been of small proportions. Developments in Great 
Britain involving a reduction of domestic prices 
for certain qualities and sizes of timber, com- 
bined with an increase of stocks, may spell cer- 
tain risks for the trend in this market next season. 
On the other hand the supply of timber on the 
Continent this year has been less than the con- 
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sumption and this is thought to have created a 
favourable situation for sales in that market. It 
should, however, be mentioned that competition 
from Austrian wood goods has been noticeable — 
above all on the West German market — especi- 
ally since Austria depreciated its currency last 
May. : 
Mainly under the influence of the rise in output 
in the wood-processing industries, resulting from 
the gradual improvement in sales, total industrial 
production rose during the spring and early sum- 
mer. At the beginning of the year it was still one 
or two per cent. lower than last year, but during 
the second quarter last year’s volume of produc- 
tion was surpassed and the peak figures of 1951 
were again touched. In spite of the fact that 
industrial production is thus now almost on the 
same level as that of 1951, the number of indus- 
trial workers is estimated to be about 5 per cent. 
less than then, which means that industry has lost 
more than 30,000 workers in these two years. The 
upswing of production in the textile and clothing 
trades, which dominated the picture around the 
turn of the year and during the first quarter, 
seems to have ceased, and the level reached last 
spring is expected to be held for some time to 
come. The reductions in output in the engineering 
industry have, as already mentioned, ceased during 
the summer. In relation to the previous year the 
reduction in the number of workers employed is 
greatest in electrical workshops (17 per cent.) 
and metal manufactories (12 per cent.) and some- 
what less in the mechanical engineering work- 
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shops and foundries (8 per cent.), while in ship- 
yards and repair shops an increase of one or two 
per cent. is reported. 

The harvest reports at 15th July promised a 
good harvest, substantially better than that of last 
year, when the unfavourable weather in the 
autumn caused considerable damage. The change 
in the price relations between oilseeds and grain, 
to the advantage of the latter, which has occurred 
in the last few years has by this year led to a 
correspondingly important change in the areas 
sown with oilseeds and grain respectively. Mainly 
for this reason, but also partly in consequence of 
poor yields per hectare, the production of oil- 
seeds this year is expected to be about 50 per cent. 
lower than last year. At the same time it has been 
possible to increase the cultivation of bread grains 
on the land so freed by about i5 per cent. For 
most other crops an increase in the harvest is 
also expected as a result of improved yields per 
hectare. 

A revision of the general calculation of agri- 
cultural yields for the year 1953/54 has revealed 
that a surplus of nearly go mill. kronor can be 
expected in comparison with the calculation on 
which the price agreements last spring were based. 
The surplus is not, however, sufficiently great to 
make necessary any revision of the spring agree- 
ments. It will, anyhow, lead to certain price re- 
ductions, which are now ensured as a result of 
the good harvest and can be expected to result in 
a fall in the cost-of-living index by about one 
unit. The rising agricultural output, although wel- 
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come in itself, nevertheless involves overproduc- 
tion in certain fields and it will probably prove 
difficult in present circumstances to export the 
surplus at prices which would not involve a loss. 

The national budget for this year envisages an 
increase of total gross investments in Sweden by 
500 mill. kronor or about 4 per cent. as compared 
with last year. The increases related mainly to 
housing (200 mill. kronor), State communications 
and highways (115 mill. kronor), power installa- 
tions (75 mill. kronor), military investments (180 
mill. kronor) and various municipal investments 
such as streets and highways, schools and hospitals 
(100 mill. kronor). On the other hand industrial 
investments were expected to diminish by more 
than 200 mill. kronor, the greater part of which 
concerned investments in machinery. It is still not 
statistically possible to compare in detail the actual 
development with these forecasts. It has, however, 
already proved that investments in the fields 
mentioned above have, mainly at least, manifested 
the trends which were foreseen at the beginning 
of the year. Thus the number of dwellings in 
process of building during the summer in those 
places where monthly statistics are collected was 
about 47,000 as against 42,000 at the same time 
last year. In these districts the number of housing 
units commenced during the period January—— 
July 1953 was 24,250, as against 21,200 last year, 
while the number of dwellings completed was 
21,050 as compared with 20,050 in 1952. 

The fact that state business enterprises in- 
creased their investments during the first six 
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months of this year is confirmed by data on the 
utilization of funds on the different budget ap- 
propriations. As far as the business enterprises 
are concerned, increases seem to be greater than 
had been reckoned on at the turn of the year. 
With a view to preventing too heavy a load on 
the building labour market during the summer, 
however, the authorities issued a temporary ban 
on increasing the number of workers in State 
building enterprises, and this had a certain re- 
straining effect. 

An index of the reduction in industrial invest- 
ments in machinery is the decline in the Swedish 
portion of the orders of the engineering industry 
(referred to in the preceding Quarterly Review) 
and in a certain fall in the imports of industrial 
machinery in comparison with last year. 

According to a recently issued report on the 
automatic increases of expenditure on the State 
budget, these are estimated at 575 mill. kronor 
between the financial years 1953/54 and 1954/55 
and at an average of 180 mill. a year thereafter 
until 1958/59, the last year included in the cal- 
culations. The steep rise to the next financial year, 
especially, will place a severe burden on the bud- 
get, as any considerable increase of public reve- 
nue seems unlikely with the present economic 
prospects and level of taxation. 

Up to and including April this year there was 
an import surplus in Sweden's foreign trade 
amounting to about 200 mill. kronor more than 
during the same period last year. From May on- 
wards, however, the trade balance has been more 
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favourable than in 1952, so that the total import 
surplus for January—August, which last year 
amounted to 672 mill. kronor, was rather lower 
this year. 


Imports Exports Se 
(Millions of kronor) 
Jan.—Aug. 1950 . . . 3739 3441 298 
> PRLOS T oe en OSG 5 506 653 
> tee IOS2 5... . O.083 5411 672 
: » 1953... 5242 4754 488 


A considerable change in the quantitative com- 
position of Sweden’s exports has occurred in 
spite of the fact that the volume is practically 
unaltered in comparison with last year. Thus 
during the first six months of 1953 the exports 
of wood products (inclusive of pulp and paper) 
were about 25 per cent. higher than last year, 
whereas exports of engineering products, espe- 
cially, declined by no less than 20 to 25 per cent. 
In terms of value the exports of both these 
groups of goods have diminished. The prices of 
wood products have been considerably lower this 
year than during the first half of 1952, while on 
the other hand the prices of engineering products 
seem to have been somewhat higher. 

In imports too, which during the first half of 
this year are estimated to have been 6 per cent. 
lower in volume than in 1952, there have been 
considerable changes as between different com- 
modity groups. There have been considerable in- 
creases in the imports of cars and finished tex- 
tiles, but these are more than offset by reductions 
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in other groups. The decline in iron imports has 
been especially great. During the first half of 
this year iron imports were only half as large as 
in 1952. This development should be viewed 
mainly against the background of the increase in 
domestic production. 

In April the Trade and Industry Commission 
estimated the probable total deficit in this year’s 
balance of payments at about 300 mill. kronor. 
There are, however, some grounds for revising 
this estimate in view of the favourable trend in 
sales of paper and pulp during the summer and 
autumn, as well as the comparatively good trade 
result achieved during the present year. Provided 
that engineering exports do not continue to de- 
cline substantially during the autumn it should be 
possible to keep the deficit down to about 100 
mill. kronor or possibly to eliminate it altogether. 

The comparatively favourable development of 
foreign trade has had the result that our central 
foreign exchange reserve has risen somewhat 
during the year, contrary to what was expected 
at the beginning of the year. At the end of August 
the foreign exchange reserves of the Riksbank, 
which at the turn of the year amounted to 2,304 
mill. kronor, had increased to 2,383 mill. kronor. 
This development is all the more noteworthy in 
that the first six months of the year normally 
produce a certain weakening of the foreign ex- 
change position owing to the fact that the import 
surplus during that period is greater than during 
the remainder of the year. The foreign exchange 
reserves of the Riksbank at the end of August 
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were also rather higher than at the same time 
in 1952. The distribution of the reserves among 
different kinds of currencies is shown in the 
table below. 


Foreign Exchange Reserves. 


Million kronor 


1952 1953 
The Riksbank Dec 3i Mar. 31 June 30 Aug. 31 
Gold and dollars. . . 872 930 992 : 
Gold and dollars under 
EPU agreement . . 391 415 348 
ERUccurrencies 70a 973 876 887 
Other currencies. . . 68 24 23 
Total 2 304 2245 2250 2 383 
Commercial banks. , —20 ety] —134 —i20 
Total 2284 2 208 2 116 2 262 
The Credit Market. During the spring 


months it has begun to be obvious that there 
would be certain difficulties in financing the very 
large investments planned for the present year 
and the period immediately following. The de- 
mands placed on the capital market by the public 
sector had increased very steeply, and the possi- 
bilities of materially reducing the private sector’s 
capital needs were small unless a decline of pro- 
duction and employment was to result. In this 
situation the Riksbank again approached the 
money market institutions, principally the com- 
mercial banks and insurance companies, at the 
beginning of the summer. Its primary object was 
to secure a guarantee that it would be possible 
to maintain house-building on the scale planned, 
without being prevented by shortage of credit. It 
was therefore desired to supplement the existing 
agreements with the commercial banks by a pro- 
vision that the banks should provide the building 
credits required for house-building. At the same 
time the municipalities would cease to finance the 
building of dwellings themselves. In principle the 
banks did not object to this change, for the fi- 
nancing of house-building has long been part of 
the work of the Swedish commercial banks. The 
concentration of the issue of building credits in 
the hands of the commercial banks has also the 
advantage that it will make it possible to estimate 
more clearly the municipal loan requirements in 
the proper sense on the one hand and the de- 


mands of house-building on the credit market on 
the other hand. At the suggestion of the banks 
the insurance companies and savings banks have 
promised to take over the building credits as soon 
as possible when the buildings are finished. It 
should be made clear that the very strict rules for 
the liquidity of the banks have not been changed 
as a result of the new provisions. The specified 
liquidity ratios must therefore continue to be 
observed in spite of the increase in the banks’ 
building credits. The banks fear that the result of 
this may be a further cutting down of credits to 
the private sector, resulting in a slowing down of 
the rate of progress in business and a limiting of 
production and employment. In yet another way 
the Riksbank has resorted to control in order to 
strengthen the position of public investments in 
competition with private investments, viz. by re- 
ducing the rates of interest for industrial and 
power station loans, while the rate for municipal 
and Government loans has been kept unchanged. 

The liquidity of the commercial banks, which 
at times was strained during the spring months, 
greatly improved during the summer. Deposits 
rose steeply from 10,397 mill. kronor at the end 
of May to 11,203 mill. kronor at the end of 
August, 7. e. by over 800 mill. kronor. The reason 
for this notable increase is partly the large public 
expenditure surplus and partly the surplus in pay- 
ments with foreign countries. Moreover at the 
beginning of the second half of the year there 
was introduced a change in the method of paying 
the municipalities their share of the tax revenue; 
the municipalities now receive their share in the 
same month that the tax is paid to the State, 7. e. 
six times a year instead of four as formerly. 
This innovation is also to the advantage of the 
banks as it lessens the seasonal fluctuations in 
deposits, thus improving the possibilities of in- 
vesting liquid funds in a profitable way. At the 
same time as deposits have increased steeply, 
advances have shown a substantial decline. From 
the end of May to the end of August advances 
fell by nearly 200 mill. kronor. The result of this 
has been a very steep rise in the liquid assets of 
the banks. The increase of the holdings of ‘Trea- 
sury bills has been especially large, amounting ta 
over 950 mill. kronor between May and August. 
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Although these facts concerning the banks’ posi- 
tion point to very good liquidity, it must be borne 
in mind that August usually shows an increase in 
deposits through the accumulation of tax funds 
before the taxation term at the beginning of Sep- 
tember, and also that increased demands will be 
placed on the banks shortly in consequence of 
increased building credits. The more important 
items in the position of the commercial banks 
are shown in the table below. 


Position of the Commercial Banks. 


19g5t 1952 1953 
Assets (in mill. kr.) Aug. Aug. May June July Aug. 
AS TEM oe a wand 84t 696 478 494 559 529 
Treasury bills PeegSt shee O52 Lr 1837 565% Tonr 
Swedish bonds’ . . 497 855 1208 1203 1195 1209 
Advances in Sweden! 9 645 9639 9777 9650 9612 9581 
Wssets-abroad ... 365 349 #366 375 406 457 
Sundry accounts .. 604 586 567 597 525 553 


Total 13 279 13 276 13 348 13 502 13 862 14 240 

Liabilities (in mill. kr.) 
Deposits in Sweden 10 113 10 083 10 397 10 499 10 894 II 203 
Liabilities abroad' . 859 630 536 520 504 534 
Share capital and 
reserve funds. . . 1045 I127 1144 1153 1153 1153 


Sundry accounts Bk 262 (1.430 1277 1330 1.311 1350 


Total 13 279 13 276 13 348 13 502 13 862 14 240 


The Stock Market. During the summer the 
Stock Exchange had a firm tendency with slowly 
raising prices. At times, however, there has been 
a rather uneven trend and the deterioration in 
the order position of the engineering industry, 
especially, has had an effect. On the whole, how- 
ever, changes in prices have been insignificant 
and the turnover very limited. The cease-fire in 
Korea did not have the depressing effect on share 
prices which had sometimes been feared and soon 
a tendency could be noted for an increased de- 
mand on the part of both the public and funds 
and institutions for securities representing real 
values. A further stiffening of prices took place 
in August and September owing to fears of a 
new wave of inflation. The increased interest in 
industrial shares has also been stimulated by the 
difficulty of finding other suitable investments 


1 The data as from the beginning of March 1953 are not 
exactly comparable with earlier data owing to changes in the 
reporting of documentary credits. 


giving a satisfactory yield. The greatest price 
changes were those affecting the shares of the 
wood-processing industries, and the Grangesberg 
and Aeroplane Companies. The shares of wood- 
processing industry companies have reached new 
peak prices for this year under the influence of 
reports of an increase in exports of wood goods, 
pulp and paper. Grangesberg’s shares, which at 
the beginning of July were quoted at 378, have 
gradually increased to 415, paid, but a certain 
decline occurred recently and the price has since 
varied between 400 and 406. This decline of prices 
has possibly been caused by the falling-off of ore 
exports in July. The shares of the Aeroplane 
Company rose from 128 to 160, paid, after the 
favourable directors’ report and the surprising 
decision concerning new and bonus issues. 


Bonus and New Issues. 


Svenska Aeroplan-AB.. . . 1 share for 3 old 
(bonus share) . 5 mill. kr. 
I share for 3 old 


LOOP kr (parses) ae ts 


> » > 


Below is given the yield as a percentage of the 
market prices, subject to unchanged dividends. 


June July Aug. Sept. 
15 15 15 15 


5 wood-processing companies. . 4,8 4,6 4,5 4,2 
2 combined wood and iron industries 4,0 4,0 3,9 3,8 
4 exporting engineering companies 6,2 5:9 5,8 5:9 
eas Tem oral eee 5, Ue Mer eeern ere A590) 94505 447 4,6 


The Bond Market. The market for old loans 
has continued to be characterized by considerable 
reserve on the part of sellers and by weak de- 
mand, in consequence of which the turnover has 
been inconsiderable. The small purchases which 
have occurred have, in combination with a _ re- 
duction of the rate of interest on new issues of 
business enterprises, evoked a small rise in prices, 
this being from 97 to 98 per cent. for Govern- 
ment 3'/» per cent. loans and somewhat more for 
industrial loans. The present rates are equivalent 
to an effective yield of 3.30 per cent. for Goyern- 
ment 3 per cent. loans and 3.42 per cent. for 
municipal and industrial 3 per cent. loans. The 
yield for short-term loans is shown in the sum- 
mary below. 
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Interest Vield on Short-Term Loans. 


1Q51 1952 1953 
Dec. June Sept. Dec. Mar. June Sept. 
15 LSet 5a TA gee L5 ee 


Shortdated bonds: Per cent. 


We yeat ese ee be 2,5083,1093,10 B3,10 962550) 2,75 62,50 

24/2 years. . . . . 2,50 3,25 3,25 3,25 2,80 3,00 2,75 

Longer periods . . 2,90 3,25 3,30 3,35 3,10 3,10 3,00 
Treasury bills: 

Up to 3 months. . 2,0 2,0 2,0 2,0, 12:0) 2,0 2;0 
Day-to-day loans: 

I day’s notice. . . 2,5 2,5 2,5 Dae 2.5) 255) 235 


Following the big Government issues of the 
first quarter which, however, mainly concerned 
a conversion of Treasury bills, the issue market 
has not shown much activity. The loans of :nort- 
gage institutions and business enterprises have 
increased by 126 and 131 mill. kronor respectively 
during the first half of the year and municipal 
loans by only 8 mill. kronor, if account is taken 
of amortizations carried through. During the last 
quarter the larger issues have at first been con- 
fined to new short-term Government loans for 
converting some of the outstanding Treasury bills 
amounting to about 2,000 mill. kronor, and to a 
pair of long-term loans. Towards the end of the 
quarter a new 25-year 3'/o per cent. Govern- 
ment loan of 200 mill. kronor was issued, whereof 
68 mill. could be obtained against Treasury bonds. 

There has moreover been issued privately a 25- 
year 4 per cent. promissary note loan of about 25 
mill. kronor for a power station company. The 
Norwegian loan mentioned iu the table, which will 
probably indirectly serve the financing of Nor- 
wegian tonnage building in Swedish ship-yards, 
could not be placed immediately, and only a small 
part of the City of Stockholm issue of promissory 
notes, referred to in the preceding Quarterly 
Review, has found buyers. That the issue market 
is characterized by a capital shortage is shown 
among other things by the fact that last summer 
the insurance companies were estimated to have 
only about 250 mill. kronor available for invest- 
ments this year, whereas considerable loan re- 
quirements are expected to be forthcoming, prin- 
cipally from the Government and the municipa- 
lities. 

In various respects the control of credit has 


New Issues during the First Quarter of 1953. 


Rate of Amount Price of 
interest in of issue issue in 
per cent. in mill. kr. per cent. 

Swedish Government 
Two-year loan? 2 /2—2 5/4 : 100 
Three-year loan? 2 4/2—3 : 100 
Four-year loan? 2 t/2—3 1/4 3 100 
Vive-year loan? 4), <8) 2/3578 : 100 
Twentyfive-year loan? . 34/2 200 100 
Svensk Fartygskredit, AB 4 30 100 
Norwegian Government . 47/2 50 100 
— as mentioned above — favoured the covering 


of the requirements just mentioned and the fi- 
nancing of house-building. Credit restrictions and 
the consequent need for the reinforcement of the 
commercial banks’ liquidity have led to these 
banks’ holdings of bonds and Treasury bills being 
greatly increased; in August this year they 
amounted to 3,120 mill. kronor as against 2,006 
mill. kronor at the same time last year, and in 
this way the market capacity has been increased 
especially for Government securities. The loan 
requirements of the municipalities will moreover 
be reduced by the fact that their financing of 
house-building, which in recent years has greatly 
increased, will in the future be transferred to 
the commercial banks and later, when the build- 
ings are finished, to the ordinary institutions 
for long-term housing credits. As it has proved 
that municipal loans have been more difficult 
to place than loans to business enterprises, which 
carry higher interest, the rates of interest for 
new loans of the latter type have been reduced, 
the rates for power station loans from 3.75 to 
3-6 per cent. and those for industrial loans from 
4 to 3.75 per cent. whereas the interest for mu- 
nicipal issues will continue to be 3.5 or 3.6 per 
cent. according to the conversion date. In recent 
times, however, issues of these latter types of 
loans have not occurred. 


* Period of subscription is September 14— October 10, the 
National Debt Office having the right to terminate selling be- 
fore the latter date. The amount of the issue has not been 
stated; the rate of interest is 2'/s per cent. for the first year with 
an increase of '/4 per cent. each following year. — ® Period 
of subscription is September 25—October 10, the National 
Debt Office having the right to terminate selling before the 
latter date. The loan may be repaid 1968. 


rr 


QUARTERLY REVIEW. OCTOBER 1953 


ee Eee ee 


107 


Some Statistical Data Concerning Sweden’s Economic Position. 


I. The Riksbank. (Amounts in million kr.) 


Assets Liabilities 
he Te ws —— 
cat Gold and Foreign se ue Reserves Bonds and | Domestic Other: Now Deposits at Sight 
Gold? Ha se ae Total Treasury Bills Bills Advances || Circulation State ee Othe Total 
I 332 751 2 083 106 13 37 1061 18 428 849 
2 315 605 3317 6 go 3113 79 358 rol 1 138 
) 362 2 1 190 3 184 2 112 3288 467 361 79 907 
465 688 1153 3.443 21 188 3513 S11 312 4 867 
: 785 1594 2 379 2 821 21 226 4 090 528 522 re I 110 
. 954 t 35° 3,240 49 272 4577 449 558 22 1029 
1952 | L953 | 1952| I953| 1952 | I953| 1952 | O53 | 1952 | 1953| 1952| 1953 1952 | 1953 1952| 1953)| 1952| 1953) 1952) 1953) 1952| 1953 
| 
927 | 1 CO7 |1 $53 |1 312| 2 480| 2319] 2661|2666| 20] 49 | 228 | 252]| 3889/4350] 785] 525] 424] 163| 26] 29]1 235] 717 
7 | 1092 1006 1 365 |1 319 2457 | 2 325 2559|2665| 20] 47 | 217 ie ager seb 769 | 371 319 260| 29] 26/1 117| 657 
- | 1109 | 1005 1 304 |1 240) 2 413) 2245) 2439/2 404| 20 48 | 259 | 274] 3919/4311 | 866] 343) 55) 29| 29] 24] 950| 396 
i | 1108} 1003 1 227 |1 151) 2335 | 2154| 2690 | 2605| 19] 47 | 237 | 248|| 4021] 4365| 866] 300} 74] 39] 35] 30] 975] 369 
| 1086 1 002 |I 3211 188) 2 407 | 2190 2729 2334| 20 132 256 | 230] 3.962] 4223/1018] 132] 60| 173) 36] 29|1 114} 33 
= | 1.101 | I Cos |I 322|1 250) 2423 |2251| 2688|2427| 18/131 | 240 | 2 27) O85) 275)|| 2181) 122) 16)) 11 | (O19) 840 
| | 7 3 4 35), 4.097 | 4.327 5) 275 
1066 | 1052/1 305 |1 280) 2 371 2 332 ok 2376| 18 | oS 251 | 251|| 4051| 4267| 782] 207| 134| 247] 14] 11] 930} 465 
1044] 1057 |I 313 /1 327| 2 357/| 2384] 2562/2376] 22 |1 280 | 259|| 4121| 4321| 284] 228] 417| 218| 15] 15] 716} 461 
1 043 1278} | 2321 | 2477 33 273 4158 500 78 18 596 
981 1 280! | 2261) | 2552 | 38 | 275 4.292 287 206 19 512 
956 1 288 | 2 244 | 2549 | 39 271 4291 350 128 23 sol 
954 |¥ 350 2 304 13 249) 49 272 4577 449 558 22 1 029 
Market value. — * Net claims on foreign countries. 
II. Commercial Banks. (Amounts in million kr.) 
@ Distribution of Loans by Forms 
a a Advances Maw He eiseite'st Net Claims : of securities (in %) 
of ai Bonds * Domestic | Thereof | Total Epona Advances | ee ee Personal |Bonds, mer- | 
Bills Redisc. | Advances | | a Mortgages) G iarantee Shares chandise, &c! 
; % % % % 
3 601 190 1 163 ° 4254 4041 213 — 40 58.4 13.8 15.3 12.6 
3 652 717 1746 o 7830 | 7490 34° —300 $9.0 19.2 7-7 14.1 
) 686 L271 1 820 — 7925 | 8258 —283 —281 58.5 20.2 7.0 14.3 
) 681 1 107 2 126 -—— 9 065 8779 286 —453 58.8 20.9 6.6 13.7 
[ 936 849 | 2641 _ 9 990 10 282 —215 —591 57.8 20.9 6.4 14.9 
; 999 1716 >| 2437 — 9 661 10172 —S11 —205 57.8 21.6 6.4 14.2 
IQ52\1953| 1952 | 1953S | 1952 | 195F \1952\T953\ 1952 1953, 1952 | L953 | 1952| 1953| 1952 | 1953 | 1952\1953| 1952 TOSS \ 1952 F953) T952| I95Z 
ee es pl ee eee on ia = BENE J 
81 | 1 982] 2.074] 2 647) 2 10067] 9 726|10279|10118| -212| -392|—597|—236) $7.9 | 58.1] 20.8 | 21.3) 6.3 6.3| 15.0] 14.3 
409 o2 dec ph qh ae —| —| 9996) 9 61110669) 10673} -673|-1062 —534|—287| $8.1 | §8.6| 20.6 | 20.6 6.3| 64|15.0] 14.4 
| | 389 | 371 | 1945] 2 278| 2 767| 2 504] —| —|10152) 9 926|10276|10381| -124| -655)—385|— 51 58.1 | $8'2| 20 7 | 21.8 6.5 | 6.4] 14.7 | 13.6 
¥ | 392 | 357 | 1 700) 2 210] 2 804/ 2553) —| — |10156| 9 762)10004)10278| 152| -516|—390|—112 58.0 | §8°3| 21-3 | 22.0] 6.3 | 6.4 14.4 | 13.3 
- | 352] 478 | 1 607} 2 160} 2 83 hee —| —|10061| 9 777) 9 73010397! 331) -620|—410|—171| 58.5 | 59.0] 20.8 | 21.0] 6.3 | 6.5 | 14.4) 13.5 
623 | 494 | 1 597| 2 386) 2654) 2562) — 9 823] 9 650] 9 729)10499| 94) -849| —366,—145] 58.4 | $9°5| 21.1 | 20.8 6.3 | 6.4| 14.2] 13.3 
2 1 585| 2 760| 2 628| 2556] —| —|9816|9 612) 9 591/10894| 225|-1282|—314/— 98] 58.2 | 59.9| 21.2 | 20.4) 6.4 6.5 | 14.2 | 13.2 
626 a Sas 3 120] 2 516 apne —| — WES 9 581|10083]11203| -444|-1622|—280|— 77) 58.3 | $9.7] 20.9 | 20.8) O.4| 6.4 | 13.9 | 13-1 
405 1 838 2922 = 9755 9752 3 —265 58.4 21.3 6.3 14.0 
= * , 2Te 6. | 14. 
41 2 009 2 465 = 9746 9 987 241 266 57-5 | 21.4 4 7 
os 2059 2 443 _~ 97 9979 -219 — 268 57-6 (21.9 6.3 14.2 
099 1716 2431 9 661 10172 —Sil —205 57.8 21.6 6.4 14.2 


including Treasury Bills. — * Within the country. 
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Ill. Other Credit Institutions. Stock Exchange. 
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D it \ipes 2 |Turnover at the Stock-| : 
Savings Banks shah ers Laas Yields on Bonds* | 1. Stock eee Share index 
ine Post Office ares Cheque | 
or Savi ‘ ; Govt. | Industrial | 
| Month Deposits * | Advances* | Bonds* Bank? Eakevesr Bervite ote Boe — —— Bewres. a 
Million kr. | Million kr. | Million kr.| Million kr.| Million kr.) Million kr. % % | 1000 kr. | 1000 kr.) 
| I 146 I 
1938 3 685 3, 069 829 618 I 380 24 986 2.32 2.92 | 243 | 93 4 
a8 6751 29 3 953 1923 b 769 142 062 3.09 F383: ofthe’ 206 sid aoe : 
1949 7 060 481 11 2 083 88 548 157 383 3.04 3.02 | 429 | ; 3g : 
1959 7 437 6 994 uo) 2 143 109 31 167 415 3-16 | 3.10 | 354 | 7? 5 
1951 7 802 7 341 820 2325 149 12 203 COQ 3.27 3.40 64 787 172 2 
1952 8 458 7 934 865 2 633 172 186 240 QOoo 3.31 3.62 / 298 | 583 | 152 2 
IQ52 | IQ53 | 1952 | 1953 | 1952\ IOSP | 1952 | 1953| 1952 | 1953 | 1952 1953 \1952|1953|1952|1953 IQS2 | I9SP IOS2 IQSZ\IYS2 IOS3 L952 
: : : : . : - | 2363/2 669|16701|13796] 22 476/23 860 3.23| 3-33] 3-32 3-54, 169) 211| 768) 633) 176) 142) 248 
Jie : : ; : : + | 2 391|2 702)13238|11299] 17 313,19 650) 3.24| 3-33) 3-37| 3-56 181) 191 si 669 170) 145) 241 
Mar. | 8283/8919) 7 507|8131| 862| 870) 2 416|2 714|15829/13167| 21 724|23 470] 3.28) 3.33 3.55) 3-48) 270, 182 1 528) 154| 144 216 
April Bio aal bs - | 2438/2 718] 12419|12083] 15 475/16 334| 3.33) 3-32) 3.57, 3-47, 347, 208 521) 469) 153) 142) 213 
May : . : . : . 2 435|2 709 16467|15459| 27 735|28 645) 3.33 3-31| 3.57| 3-45, 282) 263 583) 568 | 150) 139) 207 
June | 8 335] 8.948] 7653/8275] 861) 870) 2 480|2 715/13506/12468] 15 181|16 610) 3.33 3.32, 3.69 3.54) 720| 181] 468) 519) 146| 140] 208 
July : . 2 515|2 742|16279]14271| 23 042|26 122| 3.33] 3-32] 3-90) 3.50 333 132| 663| 391, 149) 146) 215 
Aug. : . : 2 $46|2 761) 11958) 10340] 16 599|13 836) 3.33, 3-30 3-86 3.42, 288 307) $03) 433, 151, 147) 221 
Sept. | 8451 7 800 861 2559 14259 21 241 3-33| 3-30] 3-72) 3-34] 380) 274) 389) 581) 152) 149) 216 
Oct. . . . 2581 13896 17 232 3-33 | 3.65 166 | 493} 143, | 208 
Nov. . . : 2 590 13988 24777 3-33 3.63] | 187 482| 144, | 209 
Dec. |8 458 7 934 865 2 633 13646 18 105 3-33 | 3.59 227 | 519) 140 | 204 
* At the end of each year or month. — 7 Calculated on market prices at middle of months. The yearly figures represent averages of the mol 
figures. — 3 Averages per Stock Exchange business day. 
IV. Other Statistical Data. 
| : ; : Whole Sale Price Index 
Nat iDebtr F Trad J _ 
Year aaeestas Stl Seale Pro- aceboy — (1935 = 100) Cost of | Waggor 
or Mihereot Export (+) duction \ eve Trade| | Living | Rilom 
Month Total funded Imports | Exports | or Import Index* | Unions? | Import | Export All | Index of Los 
(—) Surplus] 1935 = 100) Goods | Goods | Goods |1935=100| Truck 
Million kr. | Million kr. |Million kr.|Million kr.| Million kr | % | | 
} | 
| 1938 2 566 2 443 2082 |. 1843 — 239 123 10.9 III 20006 | «I 106 | 
1948 II 598 8 944 4945 3979 — 966 183 2.8 278 =| 285 21 16 138 
1949 12 055 8714 333 4250 — 83 190 2.7 278 2SQre} 123 wet 18 fe) 
1950 a 8 949 102 5 707 — 395 197 2.2 332) | 384 227) 09/0 168 120 
(1951 12 823 9 037 9 188 9 207 + 19 205 1.8 432 | 562 299 194 130 
[3952 12710 9 631 8936 ek — 845 201 2.3 407 | 449 317 RIO 123 
| IQS? | 1953 | 1952 | I9O5F | 1952)1953 phsdy 1985 1952 | 1953 | 1952 IOS3) 1952\1953 1952\ 1953) 1952\ 1953 1952|1953)1952 IQ53 1952| 
| c ; 3 
Jan. | 12 679| 12 293] 9 242| 9626) 877 | 697| g04| §81|+ 27/—116] 204| 203) 2.8 | 384 | Bs | & . 
‘Feb. 13198 13 320)9.443/9 792) 798| 596 | 718 461 /— Bo|—135 206 | 208 |. | to 425 / seu) coehshe) gaclocehen anna 
a 12 4 ae os 10038) 793 | 669 | 662 | §55 |—131/—114) 211 | 211 2.7 | 3.2] 419 | 380| Sor | 383| 322] 301 | 207| 213| 137.6 
pril | 12 §20/ 12 601) 9 564) 10039] 741 | 688] 659] 594|— 82/— 218] 2. : | el Lage 
[May | 12 322] 12 320|9 $66|10036] 818 | 678 | 634 | 682 |—163|— 9¢| 213 | a10| ra | 18] 415/395 | 451 Seo | Sar(sea1 . |: | 1288 
as spe) eae es 10043] 649 | 681 | 638 |697|— 11+ 16] 211 | 214 1.8 408 | 373 | 407 374 | 322|299| 213| 212) 100.9 
uly | 12 319) 12 9 051)10041) 781 | 648) 615 | 660|—166/+ 12) 128/41 : | re f 
Ee _ 568] 13 11 aot 10013] 622 | 585 | 558/625 |— 64)/+ 40) 190 4 Ls | 308 te 386 ad 315 an . oe 
peas es : ee ep 589| ~ |—105 206 14 395 379 316) | 213 126.9 
: 9 032 fe) 02 — 6 
Mer [iss] fags] | real [das] f= ssl 128) fat) 13) SRT 1S) | ie 
Re | 9631 753 742 = th 212 5.0 389 382 305 213 110.4 
1 At the end =" < 
Pat tite Foe ee ae Seas ' The yearly figures up to and including 1949 according to the Board of Trade, the other acco: 


on State Railways, The yearly figures represent averages of the monthly figures. — 4 Million kilometres per m 
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Kr. 3.763.183.753 


AKTIEBOLAG 
Statement of Condition August, 31t, 1953 
Fete od Eis) 

Cash in hand and with the Riksbank .........2.2.. Kr. 138.738.727 
a a 2S en ee >» 984.786.3521 
TE ee oe a er ee >» 2.436.689.716 
swedisn Banks and Savings Banks . . . +. 1 ss ss ess > 25.381.417 
RRR Rs oN eet Ga CE Oem ese ek kD kN > 78.391.441 
li LAS ES Ss Ae eee, RAY Se Ac em > 45-091.079 
So ADS hig ee RS ae ae a > 25.508.222 
Busldines, Furniture and Fietings.... . .-. 1 5 se a es te > 28.596.830 

Kr. 3.763.183.753 

LIABIULIIES 

Bills at sight in circulation (»postremiss» bills)... ...... Kr. 14.462.087 
Us ee eee ae eer Ne ae coy WO RFRA OGLE 
Swedish Banks aid Raviige tanh ss 2 bes Ta es ee Daa rain 36.245.398 
PAE a 5 ke ke i ee ws lk tps er lag 8 99-389.671 
OLS SSS OS ey pe ee ee ea >  188.107.426 
BRO U CGAY Gos aioe x 8 oe en . « « » Kr. 161.760.000 
RESeEVO EON y 2g cs ek ks » « + » 108.240.000 »  970.000.000 
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Branch Network of 
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Bolidene 


© Goteborg, Stockholm, Malm (Principal Offices) Skelleftes 
e Place with 10000 —90 000 inhabitants 


” 


e: = ” less than 10000 


In all 209 branches at 163 different places. 
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